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SUBJ: OFFICIAL INVESTIGATION OF CORRUPTION OF NPC 
ANNOUNCED 

REF: (A) TEHRAN 960 (B) CONFIDENTIAL MEMCON ENTITLED 
"DOING BUSINESS IN IRAN: CORRUPTION IN NPC" OF APRIL 6, 

1978 WITH COPY TO NEA/IRN 

1 . THE PRESS REPORTED TODAY THAT LEGAL ACTION HAS BEEN 
INSTITUTED TO EXAMINE ALLEGED IRREGULARITIES IN 

THE NATIONAL PETROCHEMICAL COMPANY (NPC) AND THAT THERE 
IS A PRIMA FACIE CASE OF MISUSE OF FUNDS AND GROSS 
MISMANAGEMENT RELATED TO NPC FACILITIES AT BANDAR 
SHAHPOUR. 

2. AS THE DEPT IS AWARE (REFS) NPC HAS A WELL-DESERVED 
REPUTATION AS BEING ONE OF THE MORE CORRUPT, OF THE 
STATE ENTERPRISES, AND WE SUSPECT THAT THE GOI APPOINTED 
EXAMINING MAGISTRATE WILL NOT HAVE TOO MUCH DIFFICULTY 
IN OBTAINING EVIDENCE OF IMPROPRIETIES. THE 
INVESTIGATION AND THE DISMISSALS (OR WORSE) 

OF SENIOR OFFICIALS WHICH WILL PROBABLY 
FOLLOW COULD AND SHOULD HAVE A SALUTARY LONG- 
CONFIDENTIAL 
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TERM EFFECT ON NPC BUT IN THE SHORT-TERM IT MAY 
LEAD TO AN EXCESS OF CAUTION AND INDECISION. 

3. WE WILL REPORT FURTHER DEVELOPMENTS AS 
APPROPRIATE. 

SULLIVAN 
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